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Vector Marketing 
Corporation 
"CUTCO, The Worlds Finest Cutlery" 

hWhaelJ. Iancellot,chief executive officer ofvector Sales North America (Tector''). 
glanced at his watch ilr* he I d 1  the h i  smfflucttlng of thc twenty-fist century and 
mentally calculated whether he had time to call Erick Laine before Ns ntm appoint. 
ment. 'Growth: he mumiwed to no one in particular as he waked into his office, 
"Chat's the fundamental challenge €a- Vector in thc bmccablc funUe. How' can 
we double our revenues in thc na! five years?" 

The corporate long-range plannmg team w-as scheduled to meet in the next six 
weeks, and Lanceuot was pressing to have a five-ytar marketing strategy rcady to dis 
cuss at the meeting. He opened the '"issues fie" that Jim Stitt, president of ALCAS 
Corporation ("ALCAS'), Vector's parent company, had complled over the holidays 
and thought back to the conversation that the two of them had earlier in the day. 
Stitl had talked about three major issues that needed to be addressed bclrore the mar- 
keting strdtegy could be -: how much emphads to place on international ver- 
sus domestic marketing programs, whether to pursue the InlcmeI as a nmkethg 
channel (and, if so, how). and what new products, iF any, to add to the cotupanp's 
portfolio beyond the three gatden tools scheduled for a June intfcituctlon. Of the 
rhree issues. if and how w pursue the Internet was deemed to bc thc most criricical Is. 
sue hy both execuiivcs, as well as the one that needed inmediate attention. Lancel~ 
lot picked up his telephone to call Erick Wne. 

Erick 1. bine, chairman and chief extcutive officer of ALGAS Corporation, pul 
down his telephone. mse Prom his desk, and turned to look out his office window. 
The office overlooked the employees' parking lot, and he noticed a soft snow begin- 
ning u, dust the vehicles. A smile spread acmw W e ' s  fdce as he recalled the year 
that had jnst ended ALCAS had again experleiiced record sales. Company des had 
increased 5 percent over 1998, to $130 million, employee profit-share bonuses were 
at peak levels for the fouah year in a row, and the company's 50th anniversary cele- 
bration the past summer had btm a singular S U C C . ~ ~ .  

W e  reflected with satisfaction on his recent telephone conversation with 
Michael Iancellot. tancellat was correct, he thought. sales growth was the fun&. 
mental isnv Facing the company But how? 

It was the beginning of the millennium, and Iaine wds contaplatlng the futnre of 
ALCAS. 'what would the fim bring, both for his company and the country? He IB 
d e d  -ding a newspaper article that said U.S. households grew at an average annual 
rate of 1.5 percent in the l9sOs and .8 percent during the 1990s and were expected to 
grow at an average annual rate of 1.i percent until 2010. What wwld the size of thc 
&et be lbr the company in the next ti=, 10, or wen 20 years? What would the com- 

Thk c1v w z  p q d  by Pmfcssor RobertA. Petcrsoo.Tke Univcmiry of Tms I t A u s t l O , ~ ~  P bask hr 
dass &cuslon a d  15 n~ designed to Uuim1c Cifemive or incffccfcctrvc ban- of M administntiYe 

purposn. Cqy&t 0 ZOOU by Rokrth. Peterson. No pact d this a6c c10 k x p m i w d  without Ihe 
wrirrrn prrmlsion ofthe cupyrlght holdm. 

SiTUariO"~ Cemln rnITmme i n t m a t i m  is disprdscd. canSe.qucndy. the clsc is not uwful for m r r h  
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position of the population be in the fuhue andmore impoctmtly,what would the corn 
pany's &et look &?What would the economy be like in the next few yews? ~ - g  
the 19905. c o n s m  p r i m  had k e n  & t i d y  stable, rising at an average annual raic of 
3.0 pement pes year (as compared with an avemgc a n n d  increase of 4.7 percent in 
the 198%). Would this trend continue? These were catably headacheausing qrws 
tions, but Ialnc bdicxd the answers held a wonderful fuhlrc for the company 

laine raurned to his desk and picked up the telephone to call his We Mari- 
m e  Perhaps,with the new snow, they could go crosscountry skiing at their Cuba 
Lake home next Satrudav. 

Although ALCAS Corporation celebrated its 50th anniversary in 1999* its 1wt.5 go 
hack another halfcentuq In 1902,ALCOA, theAluminum CompanyofAmericq cre- 
ated the WearEver snbsidkuy to market aluminum cookware using in-home (non- 
storr) demonsuarions. In 1948,ALCOA and W. R. Cas? & Sons, then lhe country's 
leading cutlery manuhctnrer, formed a joint venture to manufacture highqUaNtY 
kitchen cutlery that would be marketed ChroughAL.CO.4~ WearEver subsidiary. ?he 
joint Yentiire was incorporated as Alcas Cutlery Corporarion LLl for A K O A  and sL$ 
for Case), and a manuFdcturing facility was estabbhed in Olean. a small city on the 
western edge uf NewYork. In 1949 the fitst CUTCO cutlery was produced (CWKO 
was named for a company once owned by ALCOA, Cooking yIensU CQmpany). 

Case sold its 49 percent interest in Alcas Cutlery Corporation toALCOA in 1972. 
Ten years later, in September 1982, ALCOA sold Alcas Cutlery Corporation through a 
leveraged buyout to a management team led by Erick bine, then llle pfesldenl ofd- 
cas Cutlery Corporation. Slnce 1982. Alcas Cutlery Corporation has been a privately 
held cQmpany. Company revenues at the time of the buyuut were slighw less than 
$5 million. 

In 1990,Alas Cutlery Corporation changed its name t o U W  Corporation. Af- 
ter a series of reoc=mizations and acquisitions,ALCAS morphed into a " W y "  con- 
sisting of five intermlaled companles. As shown in Exhibit 1,Al.CAS i s  the p m t  
holding compmy of C1WCO Cutlery CorporatioaVector Marketing North America, 
CUTCO International, and KA-BAR Knives, all of which ace subsidiaries adminjstm- 
tively headqumered in Olean, and all of which are profit centers. CUTCO Cutlery 
Corporation manuhctures the cutlery that Vector Marketing North America markets 
in the United States (through Vector Marketing Corpordtion) m d  (suada (through 

ALC.4.S Corporate Stmctwe 
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Vector Marketing Canada, Ltd.) and that CUTCO International markets in Australia, 
Costa ~cd,Germany,Korea,uldPUertO~CO. 

KA-BAR Knives, a marketer of sport and utility Mves established in 1898 under 
the name of Union Razor Company, was acquired by,yALcAs in 1996 and is operated 
as a separate cntity KA-BAR knives are marketed domest idy through independent 
sales representatives and internationally by &-house staff to dircct matketrrs, whole- 
salers, aild retailers. Cutco Cudeiy Corporation rnanuhctures 33 of the 63 KABAR 
knife pruducts.The other 30 knife products are manufacmd hy a US. supplier and 
two suppliers located in Asia. Although KA-BAR knives range widely in price, the 
best-selling ones are priced between $30 and $50. 

BY the end of 1999. ALUS (through CUTCO cutlery Corporation) was die 
largest manufacturer of highquality kitchen cutter/ and accessories in Nor thher -  
ica. The corpome vision was to ‘become the largest, most resycctcd and widely rec- 
ognized cutlery company in the world.” A L a S  had nearly 750 employees at its 
Olean hradquaners. (Sec -it 2 for a picture of the Olean headquarters.) Over 
time, it had eliminated neaxly all outsourcing of product cornponesits to ensure that 

E X H I B I T  2 
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ALCAS Consolidated Sales, 1995-1999 ($ in 'IkUsands) 

1995 19% 1997 I998 1999 
Vector ( d i d  sales) $67,761 $ 83.786 $ 94.075 $102,102 $106,733 

CUTCO internmnal 4,473 9,007 9,394 9,968 9.132 
vector (cat3log) 5,773 7,521 8,167 9.386 10,662 

Mix. d e 0  

Total 
2,106 1,575 1,869 2.290 - 3,554 
I _ - - -  

$80,113 $101,889 $113,505 $123.746 $130,081 

only the highst  quality materials and craftsmanship would be used in manufactur- 
ing CUTCO cutlery products. ExhiMt 3 presents the revenues obtained by the d- 
OUSALCAS entities over the period 1995-1999. 

CUTCO Product &e 
The first CUTCO cutleq' was shipped by automobile from Olean to New Kensing- 
ton, Pcnnsylra~~ka, on April 29,1949. The order consisted of six knives, two fob, a 
spztula, and two storage hays. The original product fine consisted of nine basic 
pieces, i nc ludq  1 table knife and fork, a cwving knlfe and fork, a butcher knife, and 
a spatula. Prom the fist product made,CmCO cutlery was designed to be the flnest 
cutlery in the world. 

Presentv, the CUTCO product line consists of 10 basic pieces that can be pur- 
chased individually or assembled in Various sets ranging fmm a twc-item gift pa& to 
the Homemaker Set Plus Eight, whlcb consists of the 10 basic pieces and eight table 
knlm displayed in a wooden block. (Exhibit 4 on page 542 shows the Homemaker 
Set Plus Eight.) Retail prices in 1999 ranged from $21 for a vegetable peeler to $760 
for the Homemaker Set Plus E i t .  ALCAS also offers a complementary line of acces- 
sory kitchen products, including a poktto masher, pizza cut tq  professional spatula, 
clea~eq and various types of shears, as well as pocket and hunting knives and garden 
pruner. In 1999, the company added a Evepiece set of fkhvare (teaspoon, dlnner 
fork, table knife, soup spoon, and salad fork). Although the total CWTCO p d u c t  b e  
consists of approximately 250 SKUs (stock-keeping units), nearly double the number 
of a decade ago, 20 cutlery items account h r  GO percent of sales. During the last half 
of the dccadc, prices of CUTCO p r o d u k  have bccn incrtased by an avenge of 5 
percent every other year (e.&, 1995,1997X pdmarily to oftset rising labor and mter -  
ial costs. 

I n  addition to b c i i  known for its outstand% quality, CUTCO cutlery is in- 
stantty rceognizablr because of Its exclusive and unique wedgelock handle and Dou- 
b1e.D' knife blade grind. @very CUTCO product IMS a full lifetime rforever"1 guar- 
antee that includcs free factory sharpcning. If any product Is found to be de.fecUve, it 
WU be replaced at no cost to the customer,) First introduced in 1952,and improved 
considerably in 1972, the (universal) wedge-lock bandle is ergonomically desmed 
and sclentltlcdlly contoured, creathg ai firm yct comfortable and safe grip by wedg- 
ing rhc fingers apart across the handle while 1o.oCwnp the thumb and flngers in place. 
Handles, which come in two colors, classic brown and pearl whire, are made fmm a 
thermuxsui material that wlll not chip, crack fade, or absorb moisture. 

The Double.D@ grind was added to certain W e  blades in 1960. The grind con- 
sists of three razor-sharp edgs angled and recessed in such a fishion that a blade 
can cut forwanl, backward, .and shalght down without the Cutting cdgcs becoming 
worn duough contact with plates, cutting boards,or countcrtops. Unlike the typical 

- 
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serrated W e  blade, the Double-D' knife blade docs not rip or tear what is being 
cut and can be resharpened (at the factory). 

Markerlng CUTCO Cutlery 
CUTCO Cutlery was madreted from 1949 thmugb 1970 by a scgmcnt of the We=- 
Ever sales fonx. In 1970, the CUTCO sales force was mcrged with the WwEver 
cookware sales force, and the two product lines were marketed together for the 
next decade. In 1981,WearlWer decided to convert its sales force to a ncrwork of a p  
pmxhateIy 100 small, independent disaibutors€dps that would market the C U n O  
product line. On January 1,1982, Alas  Cutlery Corporation assumed the responsi- 
Mty for all CUTCO niarketing acHvitics., 

D w h g  the next tbree years, several multistate independent distributorships 
evokcd through mergers and buyouts. In 1985. A l a s  Cutlery Corporatiou took 
steps to recreate a nationwide &house CWCO sales and markctjng inliastiucturc. 
It did so by acquiring the largest indepadcnt distriiutorship,Vector Marketing Cor- 
poration, which operated in the emem United States. Vector Markethg Corporation 
became a wholly owned subsidiary. Shortly thm'after,Alcas acqulmi a secund indc 
pendent distdbutorship. CWl? Industries, which operated in the western part of the 
country. The acquisitioo of BrekMar Corporation, which operated in the Midwest, 
and two southembased distributorships followed, all of which were merged into 
Vector Marketing Corporation. 

Dnring the 50th annivermy celebration, Erick Iaine reflected on the rime wbcn 
Vector Marketing Corporation became a subsidiary: 

The addition of Vector Marketing was thr most sipiticant orgAnizationV move we 
made since we purdusedrUc2r fmmALCOA in 1982. A c q W  an inhouse m C 0  
mvkcting capability gaw us complete mntml oyer our major market. Now, for the 
6rst rime, CUTCO w e r i n g  dffisiuns SUA as new office locations, expansion 
plans. mtc of gmwfh, and diswibution methods were undm the conuol of the coin- 
PanY 

International expmion began in 1990, whenvector Marketing Canada, Ltd., was 
sc4bUshed. By the end of 1999, Canadian saks accounted for about 6 percent of 
A L W  corporate revenues. CUTCO Korea had begun as a subsidiary O f A L C A s  Cor- 
poration in 1992. For cultural reasons, the standard VECTOR markethg appmach 
was not very successful in Korea, but a changc in the recruiting approach pmduced 
sales of nearly $8 million in Korea in 1996. Weakened Asian economic conditions in 
1997 and 1998 caused sales to dedine ,to $2 d o n  in 1998, but in 1999 they re- 
bounded to $ 5  mullon. 

CUTCO International was created in 1994 to manage non-North American mar- 
keting effom, and KO= was placed under its conml that year. Austdim and Ger- 
man sales organizations were establlshcd In 1996 under the dlrrction of CUTCO In- 
temaHonaL The German operation was converted to an independently owned 
distributorship in 1999 becausc of accurnulathg losses. The Austnlian operation 
produced sales of about $2.5 million in 1999. A Puerto Nco office wa.s also cstak- 
Ushed in 1996 under the dirrctton of Vector, but in 1999 mponsiMty for i t was 
transfemd to CUTCO Intemational. Sales offices opened in Costa Rica in mid-1997: 
by 1999, sales were about $1 million. A yearend accountjng rwinv indicated that 
the CUTCO International operatkg margin was about 2.5 pelrent.' 

One of the Custiuguishitg features of CWCO cutlery is that it has always bccn 
marketed through direct selling.This feature, which be v i m d  as both a distlnc 
tive competency and a potential weakness, sets ALCAS apart from its major competi- 

j 

' All 0-w imqhls lrc disguised, although the relti'ooshlps mrmg them uc reprramtatiYc. 
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tors, J. A. Henckds Zwil l lngmk h c .  CHenckels"), Chicago Cutlery, and Wusthof- 
Trident. These competitors have traditionally used department stores and mass mer- 
&udisers to market their products. Of the major competitors, Henckels, a Geman 
company, is the largess with U.S. retail sales recently exceeding thme of Vector. Al. 
though the "+et" price of Hen&& cutlery is typidly 25 percent less than its list 
pricc,Vector prices and Henckels prices arc very simllar for comparable items. 

VECTORMARKEnN GCORPORATLON 

Vector Madrcting Corporation sales efforts are wmnized by geognphic location. At 
the end of 1999, the United States consisted of four geographic sales reSiOnS (cen- 
tral, northeast, southern, and western), each headed by a vice pmidcnt and a sales 
dlrecror. Within each region are eight or nine divisions, and within these divisions 
are a total of approximately 200 district or permanent offices and another 200 
branch C'summerS) omces that operate for about 17 weeks mry sunnner. A district 
ofRce typically has a population base of at l e s t  200.000 people. 

The people actwUy s a g  CUTCO cutlery axe independent contractors who ef- 
fectively operate their own business. As sudx these sales representatlvw: are paid a 
commission on the pivducts they se3l.Although they a x  rUgLbte for demonsuation- 
based compensation, sales representatives usually move to a full commission com- 
pensation system that can exceed demoastration-based compensation. None of the 
sales representatives receive a d a r y  from the corn-. 

For the m w  part, sales representativps arc college students who sell CUTCO cut- 
lery during their school vacacioos. Fifty* parent of tile sale repmt'dtlvcs ax 
males. Each sununm, Ulousands of college students a x  to sell CUTCO p d  
uct5 through a variety of methods that indude newspaper advertisements, direct mail- 
ings, the Internet, and oncampus reuuiting. The mosf successhrl sales repRsentaUm 
eam more than $lO.WO h r  a suauner of d i n g ;  the avcrrage commirsiou of the top 
500 sales representati~ in a typical summer is in excess of $5JM).The averdge com- 
mission for sales representatives wnrking for an en& summer is $Z;ZW. As a conse- 
quence of the 'summer sdliog seasaa: a majority of Vector's sales occurs bmveen 
May and August ea& yeac Vector B rffectivcty an organiration structlued to kilitate 
the recruiting, aainlng, and motivating of college students to sdl CUTCO produrn. 

Sales are made chmugh in-home presentations that involve Uusuations of the su- 
periority of CUTCO cudery through act& applications as well as rope-cutting 
demonstrations and the like. These presenrations are prearranged through tefemls 
and appointmentq they are tliought to be a key to company success. As hfariy 
Domitrovirh,vice presldent of the Central Re@on,fcequently says: 

S e h g  yourself is paramount In any sales situation. 1 firmty bdieve that p p l e  buy 
born individuals they Illre, and them Is no better way to make a solid impression tiran 
face to face. Thm is no substitute for the persod touch tbxS comes h m  si- 
a m  from someone in his or her home and allowing [hem to actually tq your 
pmduct. krwnal,pmfeEsionaI demoarttations sell CUTCO cuIIery. Period. 

Often, the Brst sale is made to a d e s  repmtat ive 's  parenrs, ~Iativcs, or neigh- 
bors. lritcrrstlngly u~oughabout one out of six & is made each year to prwious pur- 
chasers of CUXO cutlery &ecsux ClJl'CO products tend to "sell Ulemselves" after 
people have seen a live demomtxation, theft is relatively llttle need f i r  a "bani sell" on 
the part of the sales icpesentatiws. Traiaing emphmim appinment setting, demon- 
strations, dosing the sale, and refarals. There is no "cold calling" or doormdmr selling 

Sales representatives typiwlly meet with their Vector managcrs on Monday 
evenings lo discuss thc prior week's activities and plan the current weeks activities. 
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During these meetings, the sales reprcsentatives turn in theh sales orders and the 
money collected. The sales managers express mail the orders and money to Olean, 
where orders are filled. 

the United States 
alone, with each order effectively representing one dirrcl sales customer. Pralucls 
are shipped directly to customers within three weeks during the summer selling sea- 
son and wilhin two we&s at other times. Both U P S  and the U.S. Postal Service a n  
u s e d  to deliver products. The operating margin of Vector in 1999 on direct sales was 
approximately 10.5 percent.2 

To increase corporate revmues and motivate sale representatives, Vector em- 
ploys B variety of promotional activities, wents, and competitions. Not only are the 
sales representatives rewarded directly for the sales they make,they are also eligible 
to receive trophies, bonuses, trips, and even scholarships for achieving certain sales 
Levels. krticularly successhil sales representatives have an additional opportunity IO 
establlsh and manage one of the brdndi omces. Managing a branch office requires a 
dedicated and active program of training thmughout the sdmd )" 

The pa-ticular direct sehg model thatvector uses dirfers from the direct sell 
ing models used by virtually all other direct s e U i  iinns. Only one other direct seU- 
ing company uses college students as its pnimary sales furce, ?lie Southwcstcm 
Company in Nashville,Tennessee, uses college students to sell a variety of books and 
related educational material during summer vaations. Howeva, the selling models 
of the two companies are very different. Vector rains Mes represcnlatiws io small  
groups at each of its district or branch offlces, whereasme Southwestern Company 
conducts centrdlized tralni~ig programs in NaJhville in which hundreds of sales r ep  
resentatlves are trained slmulmeousiy. Moreover, w h e w  Vector sales rcpresenta- 
Uves use a referral system lor sales leads, The Southwestern Company sales represen- 
tativcs focus on door-todoor sales presentations. Finally, whereas Vector sales 
representatives t y p l d y  sd in their home cities, The Southwestern Company's sales 
representatives typically arc assigned to a city away fim their home. 

Vector Catalog Sales 
Because go percent of the sales representatives sell for om one summer, die a?, 
tomers that they create sometimes lose contact with CUTCO products and Vector. 
To maintain a conrlnuing relatiomhip with and service these customers, Vector 
mailed a flyer containing a few pmduct specials to a sample of customers in 1985. 
'Rds flyer &as expanded to a 24- catalw in 1988. Presently, as many as four 32- 
page catalogs are mailed to 2.8 million CUTCO customers in the fall and then to 

(September to December and March to May) to prevent conflicts with the summer 
selUng season. In 1999, catalog mailltlgs generated about 97,000 orders, with a corre- 
sponding operating margin of 15 percent.' If the customer uf a c-t Vector sales 
rcpmmtative makes a catalog puchase, the 'repmsentativc and rhe representative's 
manager receive a commission (although the ComrmYSions ue less than if the repre- 
sentative initiated the sale). If the sales representative is no longer actively selling for 
Vector, only thc representative's manager receives a commision. 

In 1999,Vector RUed approxinlatcly 509,MM separate orders 

about 400,OOO previous Catdog buyas In the spring. Mailings ai"? carefully W e d  

The Vector Customer 
At the 50th anniversary celebration,Vector management estimated that about 9 mi6 
lion customers have purchased CWKO cutlery at one time or another. Since 1989, 
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whenvector began systematically captwlng and recording customers'names and ad- 
dresses, more than 4.4 m u o n  customers have been added to the company's data- 
base. The 7ypical"Vector customer is a married homeowner with vue or mom older 
children. The typical customer Is rebtivdy d u e n t  and ha16 a managerial or pmfes 
sional employment position. ?he annual income of a typical customer is more than 
$50,MM, in certain geographic areas, the typical customer's annual incornc is in cx- 
cess of J100,OOO. Mostvector customers have at least a bachelor's degree. Slxty per- 
cent are between 40 and 59 years of agc. There is no discernible difference between 
Vector's direct sals customers and customers who purchase fmm its catalop.The 
cypiol customer enjors reading, mvclng, conking, and gardening. 

A NOTE ON DIRECT SELLING 

Dinct yclullg is facct&ce s a n g  away from 2 k e d  buslness location. Thus, it is a 
form of nonstore retailing. The direct-selling industry coilsists of numerous well- 
known firm such as Amway, Avon, Mary Kay Cosmetics, and Tupperware. At the 
same fa.=, howmc~, the industry itself is datively unknown, principally because it is 
"invisible." By definition, there are no physical s tom,  and because ditect s e h g  is es 
sentially a push markethg stntem, direct-selling firms do little advertising. Hence, 
then is littlc public awueness of niosi directselling firms. In addition, the majority 
of direct-selling firms are small, privately owned firms Created and opei-hted by entie- 
preneurs, many of whom often want a low public proffle. 

Accudi~~g to &e Direct Selljog Association, the direct+Mhg industry trade ass* 
clsion, industry sales in thc United States were slightly more than $23 billion in 
1998. This figure reflects an average annd growth rdte of 8.7 percent during the 
1990s. (Globally, ditect sales wme estimated to be about $82 billion, with Jdpan ac- 
counting for slightly more than $28 billion.) 

Virtually aII direct xlleri @9%+) arr independent contractors. Ofrhe estinutd 
9.7 mWnn &cT xUcrs in the United States in 1998 (up fmrn 5.1 million in 1991), 
73 percent are women. Only 10 percent of direct sellers work €dl time in direct sell- 
ing, and one source estimated tha nearfy half earned less than $500 annually. A sur- 
vey of dlrect sellers cundncted for the Dirccl Selling Association in 1997 rewiled 
that a substantial number work only to earn money for a particular purchase (e.g., a 
vacation), work only because they Ure and use a product or senice themselves, or 
work only because they enjoy the soclal aspect of dixct selIing. 

Seventy prrccnt of direct selling takes place in a residence. Nearly three- 
qwuters (72 percent) takes place on a onetoone basis. The other major form of dilect 
S e W  is the '"party plan.' psrty plan seUlng represents a couibinatiuu of p u p  sell& 
ind entertainmmf. The lkpermare party in which slx tu eight h o w w i m  &et 10. 
gether at the home of a hostess is the quintessential example of party plan selling. 

The most popular form of unc-toone direct selling is network 01 n~ululeml mar- 
keting. Ahout 81 percent of all independent contractors selling one-twne do so 
through a multilevel marketing program. Dilyct sdlcrs in a multilevel marketing pm 
giam are not only rewarded for the sales that thcy person~~~y n&e but also I-C 

warded for the sales of individuals they recruit and the sales of people in turn re- 
mmed by the individuals they recruited (Le., thcir "downline" in mnltilevel 
muketlng terms, hence tile nouon of multl or many levels). 

The mid Direct-Selllng Customer 
Of the products and services marketed through direct selling, personal cafe and 
homerelated pmducts and services are among the most popular. Cosmetics, vim- 
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mins and dietary supplements, kltchenware, longdistance tekphone services, and 
cleaning produm a% currently among the bcst-sclling products and services An the 
dlrect-selliog industry Even so, virtually any product or service Seems to be 
a m a b l e  to thk mode of ma&* (ii Japan, a large percentage of new autonio 
biles arc sold door-to-door). 

Although estimates differ, a majority of the households in the United States have 
at one time or another purchased a product or service fmm a direct sella. This sug- 
gests that the typical dl rec ts rhq  custonicr sliould haw characteristics smar to 
people in general, or at least people who shop retail stores. More specifically, direct- 
sellhg customers tend to he aMuent females 35 to 54 years o€ age. Relativc to the 
overall population io the United States, the typical dircct-sclling custonier has some- 
what more edocatlon and a h e r  household income. 

rn 'rn I N T E m  ISSUE 

For more than three years, Michael lmcellot and the other .cxecutiva at Vector and 
ALCAS had been grappling with the issue of w b t  role the Internet should play, if 
r n ~  in Vector's marketing. During that time N o d ,  access to the Internet, and c s p  
ciaUy the World Wide Web ("Web"), had Uterdly exploded. Although atimates vary 
dramatically, there is pwxal  agreement that a pludity of households the United 
States c k n t i y  has Web access and e-mail addmes .  Initially,Web access was Urn- 
ited to academics and "technogeeks;' but with cach passing day the w e s  of people 
accessing it are becoming mare similar to the genrnl population. By the end of 
1999, the ruodal Wcb user in the United States w1s a male 35 to 54 years of age with 
an average income in excess of $50,000. Neariy all  coUegc students have access to 
the Web and an e-mail addms, whether through their scliool or personally. 

Although only a small percentage of the consumers currently accessing the Web 
aetuaUy purchase anything, the number of consumers shopplng on the Web is pn- 
dictcd to increase exponentially in the neat few y w s .  Books, computer s 0 b v . m  
and hardware, music, and travel seem to be thc product and service categories from 
which consumers are most Wrely to make a purchase on the Wcb. Cutlery products 
can be found on the Web in a variety of sites. h r  example,Wwthof-Trident cutlery is 
inarketed on sites such as Plum's Cooking Go., whereas Henekek cutlery is marketed 
on sites such as Knife Outlet. Interestingly, the price of Henckels cutlery on the 
Knifc Vutlct Web site is about 30 percent less than its retail or list price. In late 
19YY,such stalwart retailers as the Gap, N e w  Mms,Wal-Mart,and EthanMen es- 
tablishedweb sites and laundied aggressive ecommme campaigns. 

Direct Selling Web Sites 

Although the majoriy of direct-selkg Fhns have Web sites, most are limited to p m  
viding customer service and contact iaformatlon. During 1999, several large d k ? -  
selling firms experimented wlth marketing thrir products and services on the Web. 
Fur cmNpIe, Avon, which claims to be the largest direct seller of cosmetics and pm- 
sonal care products, began marketing some of its pmducts through sevelal Internet 
retailers as well as on its own Web site. f ipperwm, which markets storage contain 
cn, kitchen aids, cducationd materials, and toys, hunched an eafenshre Web site to 
market its products, facilitate patty planhing by its dIstributots, recruit new distribu- 
tors, and provide distrlbutor locations for customers. l h e  company attempted to cre- 
are the feel of a magazinc by incorporating a recipe database and recipe exchange 
mechanism, an Information forum, and so fonh on its Web site. 

1 
} 
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Amway, the largest direct seller of household, p e r s o d  care, nutritional, and an- 
ciu;lrv products, took a slightly different approach to Internet marketing It estab 
lisbed a new company and the independentweb site Qulxtar (“Qni&-Star”),fhrough 
d.lti& it intends to scU not only its own products but those of m y  other tinns z5 

well. Additionally, the Quixtm Web site offers links to “parher stores“ on the Web and 
a mechanism for Amway and Qurxtar indcpendent contractors to do business 
llrough the site rdlher than on a face-to-face bask lkus,Amway independent con- 
tractors who subscribe to Quixtar will be able to use the Web site for rccnlithg and 
can obtain conunissions from sales made thtough the site. UnIortunately, because 
many of the d k c t  sdlers’ Web sites were launched Late in 1999, no information Was 
yet anilable to the Vector and ALCAS management teams that would allow an assess- 
ment of how successfd theweb sites were. 

Vector Internet Activity 

For more than two years, Vector has operated a customer-oriented Web site 
(wwwcutco.com) focusing on customer service and product information. Although 
Vector customer service r~presa~kith’cs have had a number of requests from con- 
sumers wisbhg to order CUTCO producrs on-line, up to this point these cousumers 
have been advised that they muld order only from a sales representative. Ifowevef, 
as Michael Iancellot has consistently maintained 

We havc a very Imporrant RsponsibiUry to m&r >m that we mcethg ibc nee& 
of our customers. With a 5 0 y e u  reputation of pmduct quality and x i c e .  it is im- 
perative thatvwtor meet customer expectartons. One of those expectations is the 
ability m order NTCO pmducts on-line. Homer,  whlle it is important that we 
meet the apecutions of OUT customers, it is critically impoctant to also protect the 
inretrsts of our field sales organiution. 

For the last year,Vector personnel, including Brett lknt,Vector’s Internet man- 
ager, have been workhg on a strategy to the Internet as a vehicle to EcNif col- 
lege smdents IO be sales represcntativcs. TWO merent Web sites (www.worMorstu- 
dents.com and www.e;unparttime.com) are currently be@ used. To date, the 
numher of applications received on-line has been very encouraging As one aspect of 
this nctuiting sUategy,Vector established a special Web site to provide itcently in- 
terviewed iecruits and thelr parents with information on the company and the sales 
program, including the commission structure. To date, the Internet recruiting strat- 
egy appears to be reasonably successful,and plans are to expand company efbrts in 
the coming years. 

=-BAR Web Site 
In September 1999, KA-BAR launched a modest Web site (www.kabaccom). The 
Web site was intended to increase product awaxness.pmvide dealer support, faclli- 
tate communication with customers and various constituendrs, and sell hives.The 
development cost of the Web site was $19,000, and initial set-up costs totaled 
$1,000, excluding hardwaxe costs. Ongning development and service costs are est% 
mated at $1,000 pet month. Although sales started slowb, and most d e s  appeared 
to be to buslness intermediarles rather than to end users, by the end of 1999 KA-BAR 
management felt optimistic that the Web site would eventually generate consider- 
able rrvenue (despite the fact that W-BAR knives were simultaneou4y king sold on 
the Web sites of several of its a.stomers). 

p .  13 r 

http://dents.com
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The Meeting 
Because of the Importance of the Internet marketing issue, a joint meeting of the 
Vector and ALCAS top management teams was called. Mi&lul Iancellot opened the 
meeting hy &ding the executiva attending of the importance of meeting c w  
tomer expectations. He also reiterated his belief that any Internet activity must be 
complementary to-and must suengthen-thcVmor sales force. 

Jim Stitt immediately seconded Iancellot's belief. "As a case in point:' he inter- 
jected,*I had a call this morning from one ofVector's field managers who had heard 
that Creed (Cred Terry, Vector vice presidmt of marketing) was proposing some 
son of Internet selling test.The manager's recommendation was that we put our Net 
activities on hold until we see how this whole thing shakes out or we create a Web 
site for only ihe intend arcna." 

John Whelpley execwtive vice prrsident and chief adrmnisuative ofEcer of Vec- 
tor, then rcported the results of a Bnancid ardysls that his staff had undertaken. 
Whelpley estlmated that dit: cusI to hunch a state-of-the-art Web site would range 
tiom $200,000, if constructed by BrettTirnt's s a ,  to $500,000 if conuacted out. Part 
of the difference in cost, he said, was that a Web site would take 15 to 18 months if 
done i n t e m y  hut only 6 to 8 months iC contracted out. Whdplcy continud 

We a h  esthaie that the overhead of a Web site re&cal aupport g ~ u p  would ~n 

about $250,000 per year and that there would bc major changes in the Vector ser 
vice organintion. Not only would we need q s  h b l e  24 x 7, we would nccd a 
new btainly pmgrem and perhaps even a new buFiness pl~osophy Although f u l f a  
ment corn would he simh to those experienced with catalog o p t i o n s ,  I don't 
know what we would do if an order came in from South Africa or BiaLII. 

He concluded bis pmentation hy posing the question: "What revenue can w e  ex- 
pect fmm a Web site, and what revenue do we need for it to he commerdaUy vi- 
able? 

CreedTerry was the nort to speak, pressing the need to determine what dlrrc- 
tion to take: 

It is dear, at least to me, char the Interne could impia o w  business in mauy positkc 
ways. What we have to determine is how best to integrate Internet strategies with 
ow smug dinct selling capabilities to realize the wcnuc potential of the ma&t 
while mvimizing the full camlng oppormnltles avallable to our managers and des 
representatives. The issue seems to he whether we undertake an do~t, aggsts=ivc 
s&v approach on thc Web OT whether we focus only on pcncvating our &sting 
customer base. 

"WeU: said Eri& Ialne,'tve ceaaioly do not want to do any- with the Inter- 

Wc h o w  that selling CUTGO pmducu requires a personal demonstration and the 
h h n  oppomnity ta "try to tat drive" that only out 5dd sales organization un 
provide. I can't imagine that the Internet-or anything eke, for that matter-cuutd 
even come dose to bringing in the half millionplus ncw customers that the d e s  or- 
ganlzarlon 16 capable of d o i .  

However, the Internet is h d y  hes-in P big way-whether we Want it or 
not. It could g l n  UJ a. vay to %mice OUT exhlinp cwmncrs -XI bcmr than OUT 

catalug has done over the past s e v d  years, and hopefully just as painlessly. So . . . 
let's take a systematic look at our options with and thmugb our vice prrsidents of 
d e s  and see ifwe CM st 1- a p e  an a genenil sbtegy 

net tlnt would harm our direct sales operation."He continued 
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59,197 

64,449 

12.228 

70.435 

66,275 

80.113 

101,689 

113,501 

123,746 

130,420 

152,946 

- 1 Alcas Corporation The product 
Lo 

0 

0 

1,055 

1.407 

1,961 

4,473 

9.007 

9,394 

9,966 

9,569 

10,160 

2 Mcas Corporation is a company based in Olean, New 
3 York, which has manufactured and marketed CUTCO 

Cutlery, a very high quality kitchen cutlery, since its 
$ formation in 1949. Alcas was originally a subsidiary of 
2 ALCOA, but in 1982 four officers did a management 

buyout and it is now privately held. Alcas exists 
essentially as a holding company. Its two major 
operating subsidiaries (wholly owned) are CUTCO 
Cutlery Corporation, the manufacturer of CUTCO 
Cutlery, and Vector Marketing Corporation, the 
direct sales marketer of CUTCO for all of North 
America. In 1994 the company established CUTCO 
International, Inc. as a subsidiary to handle the 
marketing of CUTCO on an international basis. As 
shown in Table 6.2, Alcas Corporation, for the past 
six years particularly, has had strong and consistent 
growth. Since 1995 the average annual growth in 
total sales has been 15.5%. International sales have 
not been a major component of that growth and 
particularly over the past four years have been 
relatively stagnant. Total sales for 2001 are projected 
to be over US$180 million. The company has a very 
strong balance sheet with a very low debt-to-equity 
ratio and a significant cash reserve. 

Table 6 2 Alcas Corporation sales history, 199(1-2000 

Year Total consolidated Total international 
Sales Safes 

IUsI1.wOs) ~USt1.WoS) 

1990 

1991 

1992 

I993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

As a product line CUTCO Cutlery covets a broad 
range of food preparation knives, table knives, 
flatware, kitchen gadgets and hunting, fishing and 
utility pocket knives (approximately 83 individual 
items; 180 SKUs counting gift packs and set 
combinations). The product line is identified as 
‘CUTCO the world’s finest cutley’ and testing 
against competitors’ products worldwide 
consistently supports that claim. Product retail 
pricing is consistent with its identification as ‘ the 
world’s f inest cutlery’; that is, it is at the high end of 
the price spectrum. The pricing is very comparable 
with the pricing of Henckels and Wustof knives, 
both of which are at the high end of the price range 
for cutlery products available in conventional retail 
stores. Product is sold as individual open stock or in 
a variety of gift boxed sets as well as a variety of 
wood block sers for the countertop. 

Sales and marketing approach in the 
United States and Canada 
CUTCO is sold by Vector Marketing Corporation 
through a ’one-on-one’ in-home demonstration 
technique utilizing a sales force made up primarily 
of college students. Vector annually recruits tens of 
thousands of sales people, over 90% of them 
college students. The bulk of the sales force is 
recruited during the summer vacation manths. 
Some of the students continue to sell during the 
school year and the business definitely exists as a 
year-round business (with September-April volume 
below the summer peak). The recruiting, training 
and ongoing counseling of sales people (all of 
whom are independent contractors) are done via a 
totally decentralized approach utilizing 
approximately 220 district managers located in 
communities across the United States and Canada. 
During the summer months the company opens up 
more than 225 additional branch offices that are 
temporary summer offices run by college students 
with prior selling and managenlent experience from 
previous summers. In 1990 the coinpany set up 
Vector Canada as a separate ‘international‘ 
marketing entity. It has been successful (projccted 

continued 
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2001 sales are US$8.S million). It has been generally 
patterned after the US operations, and although it 
still exists as a separate corporate entity, its 
operation is managed by Vector US and the two are 
identified as Vector North America. 

International had to make the decision to close it 
down as a company program. The reason for this 
was that although growing in sales volume, it was 
not growing fast enough to cover the total expenses 
of operating a company program in Germany. The 
sales operations in place at that point were 
converted to a distributorship which has since 
worked n1-r vprv Cwnfortably. The distributorshin Current international sales activity , -' . . - -. . _. 

In 1992 the company established a Korean continues to grow slowly, but since there is no 
marketing operation, CUTCO Korea. Like the 'company program overhead' to carry, they are able 
Canadian operation, it was ser up using US-trained to be profitable and the company benefits from the 
Vector managers and patterned after the US wholesale sales that are generated. 
recruiting, training, and selling approach, but with In the fall of 1996 CUTCO International opened 
managers being Korean born. The decision to enter a sales operation in Australia (CUTCO Australia) 
Korea was in fact made because of the availability of with five US Vector sales managers. It was patterned 
US-trained Korean-born managers. after the US Vector College Program. The 

Whereas in Canada the transfer of US managers presumption was that the Australian culture was 
and US approaches took hold immediately and very close enough to that of US culture for the program 
effectively, the experience in Korea was one of only to work in Australia (just as it did in Canada). The 
marginal success with this program. Due to heavy first two years seemed to bear that out totally; in 
cultural differences regarding students, they needed 1998 Australian sales were almost as high as 
to alter the approach in some fashion. CUTCO Canadian sales. Then, in 1999 CUTCO 
Korean management in 1995 instituted a revised International found that although it was advertising 
structure utilizing Korean housewives as the for recruits in the same fashion as in the United 
recruiting base, and engaged a partyplan type States, Australian regulations in that regard were 
group sales demonstration mechanism as a sales particularly severe and imposed significant 
approach. This approach was immediately constraints covering the way recruiting advertising 
successful, with sales in 1996 reaching US$6 could be placed. These constraints resulted in a 
million. The Asian financial crisis in 1997 and 1998 serious drop in recruiting volume and this in turn 
took sales down below U S 2  million in 1998 and developed a chain of management problems. All of 
CUTCO International came close to closing the this brought about a downward spiral in sales and 
Korean operation. A last-minute decision in the year 2000 wound up at a level less than U S 2  
November 1998 to 'hang in there' was the right million in sales and caused CUTCO International to 
one, as results for 2000 have returned sales to consider closing in Australia. In an early February 
US$6.S million and generated a profit for the first 2001 visit to Aumalian headquarters by top 
time. The future for Korea now looks bright, but company personnel, a decision was made to do 
the Korean experience has also been sobering in some restructuring of the organization and 'give it 
that the cost of entry has been far greater than another six months'. It remains to be seen whether 
expecred (total costs to date, including operating or not CUTCO Australia will be able to pull out of 
losses for the years 1992-9 amounted to US$S itsproblems. 
million). In 1997 CUTCO International opened up a 

In the spring of 1996 CUTCO International company operation in Costa Rica (CUTCO Costa 
opened a sales operation in Germany (CUTCO Rica). Although Costa Rica i s  a very small country 
Deutschland) with the sales program patterned in terms of population (3 million), CUTCO 
geinerally after the Korean housewifelparty plan International chose Costa fica as its Latin American 
program, which was then showing considerable entry. The choice seemed appropriate, given the 
success. The German operarion initially showed political and financial stability of Costa fica, its 
every sign of being successful, but by 19YY C m C O  continued 
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strong culture and high levels of literacy among its 
population. CUTCO chose the US college program 
as the vehicle for entry and made this choice on the 
strength of the highly successful College Program 
CUTCO had run in Puerto Rico for the prior three 
years. The presumption was that CUTCO managers 
from Puerto Rico could be utilized to start up and 
then help grow the Costa Rican operation. The 
Puerto RicoiCosta Rica connection did not seem to 
work out because there appeared to be significant 
though subtle cultural differences between the two 
peoples. For this and other reasons, growth in Costa 
Rica has been very slow and the future of CUTCO 
Costa Rica remains uncertain. 

The questions being asked by the corporation's 
board of directors and top management as it 
conducts its five-year strategic planning activity in 
2001 are as follows: 

What type of market research will be required to 
make the selections intelligently? 
What type of country law, regulations, custom 
issues, etc. should he considered in making 
country choice decisions? 

priorities and schedule should be developed for 
entry into each? 

fundamental approach to these markets? If so, 
which specific direct sales approach should it use 
- the Vector US College Program or housewife 
group sales program? Or both? If not, what 
approach should be used? 
Are there any other concepts that should he 
considered for CUTCO International to expand 
its program internationally on a more cost- 
effective basis? 

What are the target countries, and what 

Should it continue to use direct selling as its 

Question: Should the corporation continue to seek 
CUTCO sales in international markets? 
What criteria should the corporation use to I .  How should the Alcas Corporation answer these 
select countries to target for entry? questions in its five-year strategic plan? 

Yang Toyland Pte, limited 

(This case study was written by Hellmut Schutte, 
Euro-Asia Centre, INSEAD.) 

For Y.C. Yang the year was practically over at the 
end of August. He was heading Yang Toyland Pte. When his father died 13 years ago, the company had 
Limited, a small, family-owned toy manufacturer, only 8 people and had just launched its first toy car 
which he ran together with his older sister and his with an electric, battery-driven motor. The chassis 
younger brother in Singapore. and body were made of plastic with some metal used 

'This year's turnover will reach about S$14 for parts such as axles, hxtures, tire caps, and so on. 
million - an increase of about 20% over the At that time Yana Toyland's turnover was below half 

orders within the next weeks, but after that his 
company would he able to tnrii its attention again 
to finding and developing ideas for new products. 

Development of the firm 

preceding year,' he thought to himself, 'and profit a million dollars, and its profitability was very low. 
will also be rood - oerhaos even reachine Y.C. and his younrer brother had had difficulties - " 
S$600,000.' 

He did not expect any more major orders to 
come in. His customers from the United States and 
Europe had placed their orders, quite a substantial 
part of which had already been carried out and even 
shipped to arrive at their destinations i n  time for 
Christmas. There would be one or two additional 

convincing their father to add the motor to one of 
their existing models that they had produced for 
many years but which had become unattractive. He 
had finally given in when he saw that competitors 
were selling batterydriven cars like hot cakes while 
Yang Toyland's products were not moving. 

C O ! l l l l l " d  
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(From Former Vector ReDresentatives) 

Yoon S. Cannon, 
Executive Director 

"The whole Vector experience has made a huge difference in who 1 am." said 
Yoon Cannon, founder and executive director of the Pennsylvania Performing Arts 
Academy. She said she went from being non-assertive to being able to really com- 
municate with people. 

Yoon began selling Cuico in the summer of her freshman year when she got a let- 
ter in the mail that said you could make pretty good money selling knives. " 1  was a 
poor college student: so I thought. sure I'll check it out," said Yoon, who at the time 
was majoring in dance, music and drama at Syracuse University. 

Even though it was the money that caught her eye, the experience is what became 

Yoon's advice to new reps is, "Don't get hung up on immediate paycheck results." 

priceless. 

She tells of hearing reps at Vector conferences stating that they made $10.000, but 
that they would trade all the money for the experience and how it changed them. 
She looks back now and shares that feeling. 

"The Vector experience gave me such an edge - it's made all the difference," said 

Yoon remains shocked by the lack of knowledge and understanding of other husi- 

Yoon about how Vector has helped her establish arid run her own business. 

ness owners out in the real world. 

"In fact. right now I am on my way to lunch to meet a woman who has 
" The Vector experience been running a school for 25 years and she wants to pick my brain. I 'm in 

my fifth year with my school working 10 - 20 hours a week, which is nice 
because 1 have two kids. I 'm earning as much as most of these studio owii- gave me such an edge - 

made all the difference." ers who have been in  the business over 20 years and are still working GO-80 
hours a week." 

Yoon believes that her own results would be astoundingly different without 
Vector experience. 

"I  was getting training in weekly Vector meetings that people who have been in 
corporations for years never get. I still have my spiral-bound Vector notebook from 
1990 and I stili i-ead it periodically. I have a faculty of 24 teachers and I stili find 
I 'm sharing my Vector experience with my staff. And when I was looking for a man- 
aging director I kept thinking I wish they had Vector experience. Vector teaches you 
about personal growth and discipline, sales and business, and people skills." 

And now Yoon realizes that being involved with Vector has come full circle in her 
life. 

"I  used to wonder what I was doing in sales when ail my life I had seen myself in 
the performing arts. Bui now (that she has her own performing arts studio) it all 
makes sense." 



Michael Morley 

A lot has happened since Michael Morley. a manager of real estate with 
Intellispace, responded to a Vector flyer he saw at Albright College in Reading. PA 
when lie was 19. Michael is Byears-old and is ahead of the game because of his 
Vector experience. 

"I  have the confidence to manage and work with people 
twice my age," he said. "When I graduated and interviewed I '6 I learned two things with Vector 

C I  

had the experience of someone who was five years ahead of 
me - I had run an office. trained and nianaeed a team of 30. that I still use every day - the objec- 

" 
tion cycle and lead generation, which and developed advertising campaigns." 

Michael added (hac he learned several main business skills 
from Vector that he still relies on. 

,, in business development is key 

" I  learned two things with Vector that 1 still use every day - the objection cycle, 
which teaches you ways to handle and respond to people's objections, and lead 
generation, which in business development is key. And I Learned il a1 a very young 
age," he explained. 

Michael added that having solid experience to put on a resume was another hrnefit 
of his Vector experience. 

"The first summer as a sales rep I was in it for the money," Michael admitted. "But 
niy second summer. as an assistant manager, and my third summer. as a branch 
manager, I was after the resume experience.'' 

And, would seeing Vector experience on a resume sway Michael today? 

"Absolu(ely." he said. "Especially i l  they were i n  nianagemenr. I would know that 
they have a good work ethic, understand the business world, and were motivated 
arid positive. If I have a son or daughter I hope they can get this experience at 
such a young age." 

' 1  owe a lot of my experience to what I learned with Vector," Michael proclaimed. 
"You'll never find another company like Vector or boss like a Vector boss who will 
put so rnuch time and efrort into seeing that you succeed. Most companies figure if 
you don't do well they'll just find someone else." 

And. on top of that, he said. "It's the only position at that age where whatever you 
put into it you get out of it." 



(From Former Vector ReDresentativesl 

Kevin Kerata 
Sales Trainer, Diebold, Inc. 

"I love my job and I wouldii't have had any chance to get it without Vector expe 
rience - especially at my age," says Kevin Kerata, a 2F year-old sales trainer for 
Diebold, Inc. Currently Kevin works with a team developing advanced courses for 
Diebold's sales force of 350, and (ravels the U.S. teaching these courses. 

It all started when Kevin was a sophomore at the University of Akron and a lriend 
was doing very well selling Cutco. He applied for the job because of the income 
potential, but during his four years with Vector the money became secondary Lo 
what the job really offered him. 

"As a sales rep. I learned how to really communicate with people and how to lis- 
ten," Kevin remarks. "Because of Vector. 1 have confidence in any situation - social 
or business. I also learned how to manage my time and money. Most importantly. 1 
learned how to face difficult siiudtions and how Lo stay positive when facing a nega- 
tive challenge." 

Kevin was the winner of many sales contests. including Toppers Club, and greatly 
enjoyed the competitive aspect of being a Vector sales representative. But he says 
that the best summer of his life was in 1997, when he opened a branch office for 
Vector in Mansfield. Ohio. 

"I was 21-years-old without a college degrpe, and Vector gave me the - .  
chance to do  something no one else my age was doing. I started with 

I have nothing, and trained a leani or 54 representatives. It was the scariest "Because Of 
confidence in any situation - thing I've ever done, I never worked harder in my life, but I've also never 

had more fun! " 
social or business. I also 

After running a branch office, Kevin worked as a Pilot Sales Manager in 
learned how to manage my the Columbus office before returning to school in the fall of 1998. He 

$9 says that after working as a manager, he realized that he wanted to teach 
and motivate people. He adds that the experience he gained is what made 
him a top candidate for his current position as a sales trainer. 

time and money. 

His advice for new represenratives is to listen LO those who are more experienced. 
"New representatives often think they already know what t.hey're doing or they take 
advice from other new representatives," lie says. "They will be much more success- 
ful if they try to learn as much as they can from their manager and key-staff, like I 
did.'' 

Kevin says if he were hiring someone. having Vector experience on his or her 
resume would be a big help. ' 'I know that if sonieone works with Vector for a whole 
summer, they are self-motivated and aren't afraid to work hard or try something 
new. " 
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P~ZFE%E$A.L SALES INSTITUTE 
Advancing the Profession through Education, Research, and Outreach 

July 16, 2002 

Michael Muriel 
Division Manager 
Chicago Division 
Vector Marketing 
9031 W. 151''; Suite 102 
Orland Park, IL 60462 

Dear Mike: 

We have just completed a review of course evaluations and outcomes for this past 
academic year. I wanted to share with YOU some of the discussion and evaluation 
relevant to the CutcoNector Selling Practicum that provides the core learning 
experience in our senior level MKT 339 Advanced Professional Selling class. 

As you are well aware, the design of this course incorporates real-life-selling 
experiences with in-depth study of interpersonal communication, ethical leadership, and 
selling theory. This challenging, non-traditional learning format has proven itself in 
terms of our students' accomplishments in class and in their careers as well as 
achieving industry recognition of the Illinois State University selling program as one of 
the top four in North America. 

Mike, we want to take this opportunity to formally thank you and the other members of 
the CutcoNector family for your active participation and meaningful contributions to our 
-academic program. Prior to allowing any commercial organization to be associated with 
or become a part of a for-credit course, we conduct a thorough duediligence 
investigation of that company, its people, its products, its policies and procedures, and 
even reputation. CutcoNector cleared this initial examination with flying colors, and 
now-in our second year of this learning partnershivur appreciation for your entire 
organization and the support that it provides to both employees and customers 
continues to grow. 

In an era that seems to question the honesty and ethical values of business enterprise, 
it is quite rewarding to have an upstanding company such as CutcoNector as a partner 
in education. Your products and service continue to prove themselves as worldclass in 
quality, but even more important is the honesty and enthusiasm that pervades the 
organization at all levels. With headlines extolling a seeming void of honesty and 
ethical values across corporate America, the CutcoNector program offers even greater 
benefits to students as they get to work within and experience a global organization that 
holds to and teaches high values and ethical standards as its everyday business 
philosophy. 

~ 

Campus Box 5590 - Department of Marketing - Illinois State University - 617905590 
Voice 309-438-7261 - Fax 309-438-5510 



Students enrolled in this advanced course certainly see the CutcoNector 
experience as a challenge. However they also realize the many benefits 
achieved through the completion of the course activities and the lectures and 
discussions on selling skills and leadership personally led by you. Mike, we 
realize the contributions you and CutcoNector make to our sales and marketing 
classes extend beyond your normal responsibilities and workload. Hopefully, the 
following quotes taken from students’ course evaluation forms provide some 
indication as to the value contributed to our classes. 

‘This is the way classes ought to be taught! Students, a professor, and an 
industry executive all working together to reseatch and talk about cumnt topics 
directly related to marketing and personal selling performance. I achieved 
things that I never thought I could do and it really helped me decide what I want 
to do as a job when I graduate.” 

I _  

4 heard that this would be a WOWclass and it was. Any student thinking about 
sales should take this class. Reading about management and marketing in 
textbooks is one thing but actually getting outside the d a m m  and doing if is 
totally different. You better be committed to study and work hard if you take this 
class but it‘s all worth it. ’ 

‘Having an industry executive like Mike M U M  work with yo0 all semester really 
changes the focus of the class and brings the real business world into the 
classmom. Having sales quotas to meet every few weeks was real freaky at 
the beginning but its all doable and the team of instructors are committed to 
helping you succeed. Is the real wodd really like this?” 

“Hands down the most valuable class I had at ISU. Realizing we were required 
to prospect and sell the Cutco knives as a part of our grade was a little 
stressful. However, the training and personal attention given to us in the class 
made selling the product easy and also gave me self confidence that I never 
had before. Mike Muriel’s lectures on leadership were especially interesting” 

Thanks for the opportunities you provide to students-both in and out of formal 
classes. We are excited about working with you and the CutcoNector 
organization this coming spring semester. 

- 

/ 

Director,‘Professional Sales Institute 
College of Business 
Illinois State University 

cc: Dave Durand 
Central Region Manager 

Sarah Baker Andress 
Campus Relations Director 
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National Marketing Associates, Inc. October 22,2002 
Job #N4xxx (Draft-Ver 1) 

CUTCO PURCHASE ONLINE SURVEY 

October 23,2002 

Dear CUTCO Customer: 

As part of our continuing effort to better serve your needs and enhance your experience wi ... CUTCO, we WOL 

like to invite you to take a few minutes to complete the short survey attached. We are gathering information 
regarding your most recent purchase experience with us. 

All customers who complete the survey and submit it by Tuesday, October 29,2002 will have their name 
entered into a drawing to win one of our new gift sets. We will award 5 winners the New Party Favorites Gift 
Set containing the New CUTCO Ice Cream Scoop and Slice n’ Serve (retail value $62.00). 

Thank you in advance for your participation. 

Sincerely, 

Deborah A. Keenan 
Product Marketing Manager 
Cutco Cutlery Corporation 

............................................................................................................................................................................ 

Please help us evaluate your most recent purchase experience with Cutco Cutlery Corporation. 

1. 

a. 

b. 

C. 

When you were contacted by phone to schedule an appointment in your home, how would you rate this 
phone call 

Courteous 

Professional 

1 ....... 2. .... ..3 ....... 4... . .  . . 5  ..... ..6 ..... ..7 
Strongly Strongly 
Disagree Agree 

1.. .... .2.. ... ..3.. .... .4.. .... . 5 . .  .... .6.. .... .7 
Strongly Strongly 
Disagree Agree 

Overall Satisfaction with Call 1 ....... 2 ....... 3 ....... 4 ....... 5 ....... 6 ....... 7 

Dissatisfied Satisfied 
Very Very 
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National Marketing Associates, Inc. 
Job #N4xxx 

October 22,2002 
(Draft-Ver 1) 

CUTCO PURCHASE ONLINE SURVEY 

2. 

a. Courteous 

How would you rate the sales representative who came to your home 

1 ....... 2.. ..... 3... . .  ..4.. ..... 5 . . .  . .  ..6.. ..... 7 
Strongly Strongly 
Disagree Agree 

b. Professional 1.. .... .2.. .... .3., .... .4.. .... S.. .... .6.. .... .7 
Strongly Strongly 
Disagree Agree 

c. Knowledgeable about CUTCO products 

1 ..... ..2 ....... 3 . .  . . .  ..4 ....... 5 .  .... ..6 ..... ..7 
Strongly Strongly 
Disagree Agree 

d. Attitude 1 ...... .2.. . . . .  .3.. .... .4.. .... .5.. ... ..6.. . . . .  .7 
Poor Excellent 

Thank you very much for your time and cooperation. Please complete the following information to be 
entered in the drawing for one of 5 New Party Favorites Gqt Sets. 

CUSTOMER INFORMATION FORM 

Name 
Address 
City State Zip 
E-mail 
Phone # 

Area Code Phone Number 
DATE INTERVIEW COMPLETED:- 
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National Marketing Associates, Inc 
Cutco Online Survey 
Results as of 10130102 - 9:50 am 

Survey Results: 

la.  Phone call: Courteous 

TOTAL 

Total Answering 

1 Strongly disagree 

2 

3 

4 

5 

6 

7 Strongly agree 

Mean 

Standard deviation 

Standard error 

422 
100.0 

6 
1.4 

2 
0.5 

15 
3.6 

34 
8.1 

88 
20.9 

277 
65.6 

6.4 

1.1 

0.1 

lb.  Phone call: Professional 

Total Answering 422 
100.0 

1 



National Marketing Associates, Inc 
Cutco Online Survey 
Results as of 10130102 - 9:50 am 

1 Strongly disagree 

2 

3 

4 

5 

6 

7 Strongly agree 

Mean 

Standard deviation 

Standard error 

6 
1.4 

1 
0.2 

9 
2.1 

16 
3.8 

58 
13.7 

86 
20.4 

246 
58.3 

6.2 

1.2 

0.1 

lc .  Phone call: Overall Satisfaction with Call 

TOTAL 

Total Answering 

1 Very dissatisfied 

2 

3 

422 
100.0 

6 
1.4 

3 
0.7 

5 

2 



National Marketing Associates, Inc 
Cutco Online Survey 
Results as of 10130102 - 950  am 

1.2 

4 

5 

6 

7 Very satisfied 

15 
3.6 

42 
10.0 

92 
21.8 

259 
61.4 

Mean 6.3 

Standard deviation 1.2 

Standard error 0.1 

2a. Sales rep: Courteous 

TOTAL 

Total Answering 

1 Strongly disagree 

L 

3 

4 

422 
100.0 

6 
1.4 

2 
0.5 

5 
1.2 

21 
5.0 

69 

3 



National Marketing Associates, Inc 
Cutco Online Survey 
Results as of 10130102 - 9:50 am 

16.4 

7 Strongly agree 319 
75.6 

Mean 6.6 

Standard deviation 0.9 

Standard error 0.0 

2b. Sales rep: Professional 

Total Answering 

1 Strongly disagree 

2 

3 

4 

5 

6 

7 Strongly agree 

Mean 

Standard deviation 

422 
100.0 

4 
0.9 

4 
0.9 

3 
0.7 

16 
3.8 

41 
9.1 

86 
20.4 

268 
63.5 

6.4 

1.1 

4 



National Marketing Associates, h c  
Cutco Online Survey 
Results as of 10/30/02 - 9:50 am 

Standard error 0.1 

2c. Sales rep: Knowledgeable about CUTCO pro-ucts 

TOTAL 

Total Answering 

1 Strongly disagree 

2 

3 

4 

5 

6 

7 Strongly agree 

Mean 

Standard deviation 

Standard error 

422 
100.0 

4 
0.9 

3 
0.7 

5 
1.2 

16 
3.8 

35 
8.3 

109 
25.8 

250 
59.2 

6.3 

1.1 

0.1 

2d. Sales rep: Attitude 

5 



National Marketing Associates, Inc 
Cutco Online Survey 
Results as of 10130102 - 9:50 am 

TOTAL 
_______ 

Total Answering 

1 Poor 

2 

3 

4 

5 

6 

7 Excellent 

422 
100.0 

2 
0.5 

2 
0.5 

1 
0.2 

9 
2.1 

16 
3.8 

56 
13.3 

336 
79.6 

Mean 6.7 

Standard deviation 0.8 

Standard error 0.0 

6 
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